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Abstract  
Women owned enterprises in the Micro and Small Enterprise sector have been identified as the engine for economic 
growth and technological innovations in developing countries. Consequently, the Kenyan government has put in 
place interventions geared towards improving the business environment through appropriate policy frameworks. 
However, these businesses continue to be dodged with myriad of constraints which include lack of appropriate 
technology, access to market information, credit, business management skills and rigid legal and regulatory 
framework among others. This paper aimed at determining the effect of Legal, legislative and financial factors on 
performance of women enterprises in the micro and small enterprise sector of Kenya. The study specifically focused 
on two main issues; (a) Determining impact of legal and legislative factors on performance of women micro 
entrepreneurs and (b) Investigating how the financial sector influences performance of women micro entrepreneurs. 
The study was based on Embu County of Kenya. A descriptive research design was used to carry out the study. 
Snowballing technique was employed to select a sample of fifty interviewees. An interview schedule was the main 
instrument for data collection. Data was analyzed using SPSS software. 
 
The main findings were twofold: (1). There was a very strong negative correlation between legal and legislative 
factors and performance of women entrepreneurs which suggested that these factors have been too harsh on women 
entrepreneurs and (2). Financial sector had very high positive correlation with performance of women entrepreneurs 
implying that the sector had been very instrumental in supporting women enterprises. Major recommendations from 
the paper is that local councils should reduce license fee as they also listen to women grievances, most of which are 
very genuine. Likewise, women entrepreneurs need be encouraged to save their earnings however little they are and 
finally, women entrepreneurs should be allowed to own property and make crucial decisions regarding their business 
operations. To boost women owned enterprises, further studies have been suggested on effect of mushrooming 
Business Development Services (BDS) geared towards women entrepreneurs.  
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1. INTRODUCTION AND RESEARCH OBJECTIVES 
Women-owned businesses are making significant contributions to the Kenyan economy. Their businesses account 
for about one-half (48 percent) of all micro, small, and medium-sized enterprises (MSMEs); and contribute around 
20 percent to Kenya's Gross Domestic Product (GOK, 2003). As such, they have been identified as the engine for 
economic growth and technological innovations. Consequently, the Kenyan government has put in place 
interventions geared towards improving the business environment through appropriate policy frameworks. However, 
these businesses continue to be dodged with myriad of constraints which include; lack of appropriate technology, 
access to market information, credit, business management skills, and rigid legal and regulatory framework among 
others (Moyi and Njiraini, 2005). This paper narrows down to determining the effect of legal, legislative and 
financial factors on performance of women enterprises in the micro and small enterprise sector of Kenya. 
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Statement of the problem  
Despite the vital role of women owned Micro and Small Enterprises as the engine for economic growth, their 
technological innovations, contributions to national gross domestic products and the efforts by the governments to 
put in place interventions geared towards improving the business environment through appropriate policy 
frameworks, these businesses continue to be dodged with myriad of constraints. This paper looks at the effects of 
legal, legislative and   financial factors on the performance of women entrepreneurs in the MSE sector of Kenya. 
 
Research objectives 
The paper aimed at the following;  
(A) Determining impact of legal and legislative factors on performance of women micro enterprises in Kenya  
(B) Investigating how the financial sector influences performance of women micro enterprises in Kenya. 
 
Significant of the study  
The findings will be of great assistance to the governments in their policy making process as it will improve those 
inhibitors to performance of women entrepreneurs in the mse sector.  
 
Assumptions of the study 
The study assumed that the respondents would provide sincere and honest information and views and that the 
number would be fair representation of all the targeted women entrepreneurs.  
 
Definition of term 
Micro and small enterprises (MSEs) A micro or small enterprise is an undertaking, which employs between 1 and 
20 employees, with capital investment of not more than Kenya shillings 30 million. Operational and administrative 
management lies in the hands of one to three persons who usually make major decisions 
. 
2. THEORETICAL BACKGROUND AND INFORMING LITERATURE 
This paper is based on Entrepreneurship Theory of Shane (2003). The theory consists of opportunity discovery, 
evaluation of the opportunity, the decision to exploit the opportunity, self-employment, business operation and 
performance. The theory highlighted four operational measures of performance including survival, growth, 
profitability, income, and experiencing initial public offering. Survival refers to continuation of entrepreneurial 
activity while growth refers to increase in the venture’s sales and employment. Profitability refers to new surplus of 
revenue over cost (Shane, 2003).  
According to North, (1990) and Shane, (2003) opportunities are created by the institutional or external environment 
for those entrepreneurs who could identify them to start or improve their businesses and subsequently, their welfare. 
In Kenya, the government has strived to create enabling business environment where prospective entrepreneurial 
ventures can flourish. Among these, the government has issued new regulations on tendering so that all government 
agencies will be compelled to give preferential treatment to bids for MSES. Specifically, all district tender boards 
should give at least 10% of their tenders to enterprises in the MSE Sector in the district (GOK, 2007). 
On acquisition of skills, the government has encouraged technical Institutes and other relevant bodies to develop 
simple goods and production methods relevant for adoption by enterprises in the MSE sector. It has also been 
disseminating information on new products and production methods to potential producers; and has revised building 
codes to favor architectural and engineering structures that make intensive use of products supplied by MSEs.  
Finally, the government has encouraged the formation of co-operatives as a means through which MSEs would 
access information and support on technology, credit, input and markets (Moya and Njiraini, 2005).  
However, entrepreneurs’ ability to identify and tap such opportunities differs between entrepreneurs. Shane, (2003) 
argues that it also depends on their ability to access information and willingness to act upon the information in terms 
of risk; that is their attitude. Individual attributes affect discovery of entrepreneurial opportunities and it is made up 
of psychological and demographic factors such as motives, attitude to risk, education and training, career experience, 
age and social status. He argued that changes in business environment such as economic, financial, political, legal, 
and socio-cultural factors also affect discovery of opportunity. For example, income level of the entrepreneur, capital 
availability, political stability, laws concerning private enterprise and property rights, and desire for enhanced social 
status by the entrepreneur could affect discovery of entrepreneurial opportunity.  
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Type of industry also affect opportunity discovery. Industrial sectors such as distribution, manufacturing, agriculture, 
catering, and business services are more attractive to entrepreneurs (Brana, 2008; Carter & Shaw, 2006; Gatewood et 
al., 2004; Riding, 2006; Stohmeyer, 2007). The concentration of industries in a particular location could also 
influence discovery of entrepreneurial opportunity by those in that location (Shane, 2003). He added that evaluation 
of the identified opportunity is another stage in the entrepreneurial process, and appropriate decision at this stage 
leads to the decision to exploit the opportunity. Moreover, the decision to exploit the opportunity depends on the 
intention of the entrepreneur, and the appropriate measure of entrepreneurial decision-making is intention which 
leads to recognition of entrepreneurial opportunities. Exploitation of the opportunity depends on the entrepreneur’s 
level of education, skills or knowledge acquired through work experience, social networks, credit, and cost-benefit 
analysis of the business (Shane, 2003). 
The decision to exploit the opportunity leads to the quest for micro-finance; that is acquisition of resources. 
Acquisition of resources could also lead to opportunity for entrepreneurial activity; that is new business or business 
expansion. The appropriate use of the acquired resources in terms of business strategy and organizational design 
could lead to profit performance (Brana, 2008; Koontz & Weihrich, 2006; Salman, 2009; Shane, 2003). However, 
environment plays greater role in opportunity exploitation than individual attributes (Kuzilwa, 2005). 
 
3. METHODOLOGY 
A descriptive research design was used to carry out the study. Snowballing technique was employed to select a 
sample of 50 interviewees from amongst women entrepreneurs operating in the MSE sector in Embu County of 
Kenya. An interview schedule was the main instrument for data collection. The instruments were tested for content 
validity and reliability during a pilot study. Data was analyzed both qualitatively and quantitatively using SPSS 
software. 
 
4. RESEARCH FINDINGS AND DISCUSSIONS. 
Analyses of interviewees’ responses and related literature revealed the following 
Women lack education on their legal rights 
Lack of knowledge of the rights that women have and how to enforce them is a challenge. Women may not be aware 
of the legal issues that they need to address to start a business, and they can find it difficult to navigate the complex 
array of laws and regulations. According to Mc Cormic, there are three factors that make men’s mse’s perform better 
than women’s; First, women entrepreneurs on average are less educated than their male counterparts and twice as 
likely as men to be illiterate. Marriage institutions and division of labour at homes discourage women’s investment. 
Secondly, women are segregated into lower paying jobs due to their low educational levels. As such, they have lower 
savings with which to start a business. Thirdly, women spend less time in their businesses than men because they are 
expected to carry out their domestic responsibilities, including house work, food preparation and childcare (Mc 
Cormic,2001). Thus, gender patterns of business operations are supported by five institutions; role of woman (wife) 
in the household, the division of labour within the household, the division of asset ownership including inheritance, 
the sharing of household expenditures and allocation of education opportunities. 
 
Women lack capabilities to adapt to upcoming technologies 
When respondents’ views on effect of upcoming technologies to their mses were plotted on a scatter diagram against 
its impact on increased output, the results show a positive correlation However, this relationship is very weak and 
concurs well with (UNIDO, 2004) that MSES lack capabilities to produce efficiently, meet deadlines, upgrade 
product quality and evolve new product design. This view is also shared by Tyler Biggs, Manju Shah and Pradeep 
Srivastava that where firms are purported to have lower technological capabilities, where training resources are of 
lower quality and where markets exhibit many more distortions, one might expect to observe much smaller returns to 
these investments than in more advanced countries (Tyler et al. 1995). This implies that women MSES are not 
benefiting much from upcoming technologies; possibly due to their low levels of education. This information is 
represented in figure 4.1.   
 
Women entrepreneurs find it hard to conform to Legal Requirements 
Regarding conformance to legal requirements, 43.7% of the respondents said that their business was performing very 
well as a result of conformance to legal requirements; 31% said that conformance to legal requirements enables their 
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business to perform fairly well; 12% said that conformance to legal relations has very little effect on performance of 
their MSES while 13.6% of them felt that conformance to legal requirements do not at all improve MSEs 
competitiveness. These results concur with Gichira, Amondi, njoroge and Kabugua (2002) that MSES in Kenya do 
not perform well because of too much harassment from local authorities for failure to adhere to legal relations. 
Among the acts whose requirements MSES are unable to fulfill include security and encryption, copyright and 
intellectual property rights. Payment regulations, cross border commence taxation, tariffs, and duties, fraud and other 
commercial crimes, legal framework contracts, jurisdiction and applicable law, liability for content and privacy 
(Gichira et al, 2002). Like wise, Stevenson and Onge (2005) laments that a burdensome and costly regulatory 
environment, unfavorable tax regime, inefficient legal and judicial system, and insecurity of tenure are among the 
major constraints in the MSE sector in Kenya. From these discussions, it may be construed that MSES find it hard to 
satisfy legal requirements as they are beyond their reach. This constraints MSE’s businesses and leaves very little 
room for positive comparison between business performance and conformance to legal requirements. Table 4.1 
represents respondents’ views on effect of Conformance to Legal Requirements on their business performance.   
 
Interventions Necessary to Fulfill Legal Requirements 
When asked to suggest Interventions Necessary to Fulfill Legal Requirements, 82% of respondents said they would 
like authorities to reduce license fees, 16% stated they would like their businesses to be exempted from paying 
license fee and 2% talked of other suggestions. These findings correspond fairly well with Gichira et al (2002) who 
argued that a suitable regal and regulatory framework should be in place to enable MSEs to respond appropriately 
while concurrently protecting local enterprises and consumers from unfair and unsafe practices. Among the rules that 
need to be adapted are laws on removal paper-based obstacles, they said (Gichira et al, 2002). Figure 4.2 below 
represents respondents’ suggestions for enabling them to fulfill legal requirements. 
 
Women entrepreneurs have negative perception on licenses, taxes and statutory dues 
Figure 4.2 clearly shows that women have negative perception towards paying statutory fees, a reason which makes 
Kenyan women feel that the local council licenses are too harsh on women entrepreneurs.  Consequently, most 
respondents lamented that this harshness from the local council ‘askaris’ make them loose most of their wares in the 
course of trying to run away from them (the council ‘askaris’). However, these findings also concur well with a 
recent World Bank survey done in Haiti, in which, over 60 percent of women perceived taxes and customs as 
constraints to their business growth, compared to only 40 percent of men (UNCDF/UNDP, 2003). This negative 
perception makes women less likely to register their businesses, and it deprives the government of tax revenue.  
The Kenyan government recognizes that women have not been on an equal footing when it comes to their access to 
opportunities and assets but it has yet to effectively address the barriers facing women in business (GOK, 2007). 
Paying heed to the voices of Kenyan women entrepreneurs and implementing the recommendations would be a step 
in a positive direction. 
 
Financial Factors 
When plotted on a normal regression graph, effect of financial factors on performance of women enterprises as 
perceived by entrepreneurs produces a perfect positive regression line. This implies that there is a one-on-one 
relationship between the two variables. Thus, financial sector has a very high positive correlation with women 
entrepreneurs and has been very instrumental in supporting women enterprises. Key among these is Kenya Women 
Finance Trust, Bimas and Faulu Kenya, whose major clientele are women, the research established. Figure 4.3 shows 




Evidences from past studies show that adequate credit aids entrepreneurship performance (Gatewood et al., 2004; 
Kuzilwa, 2005; Lakwo, 2007; Martin, 1999; Ojo, 2009; Peter, 2001). The results of such credit assistance to 
entrepreneurs, especially women, are often seen in improved income, output, investment, employment and welfare of 
the entrepreneurs (Kuzilwa, 2005; Lakwo, 2007; Martin, 1999; Peter, 2001). However, women owned mses are 
smaller, less likely to grow, less profitable and are started with less capital investment than those owned by their men 
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counterparts (Mc Cormic, 2001). Credit had positive impact on business performance of entrepreneurs in Kenya 
(Peter, 2001), income and wellbeing of women in Uganda (Lakwo, 2007) as well as in Nigeria (Ojo, 2009).  
 
Finance provide the needed opportunity for entrepreneurs to start or improve business in order to make profit and 
improve their lives (Allen et al., 2008; Brana, 2008; Lans et al., 2008; Majumdar, 2008; Roslan & Mohd, 2009; 
Salman, 2009; Shane, 2003; Tata & Prasad, 2008). The ability of women entrepreneurs to make use of the 
opportunity provided by financial factors to ensure enterprise performance depends on their attitude to risk; that is 
their ability to access information and willingness to act on the information (Shane, 2003). Thus, credit, savings, and 
social capital could have positive impact on opportunity for entrepreneurial activity of women entrepreneurs which 
could lead to business performance; depending on the entrepreneur’s attitude to risk (Crisp & Turner, 2007; Shane, 
2003; Vob & Muller, 2009). Financial factors create opportunity for entrepreneurial activity (Shane, 2003); as such 
there is a positive relationship between financial factors and opportunity for entrepreneurial activity. Credit and 
savings were found to have positive effect on opportunity for entrepreneurial activity in Nigeria (Akanji, 2006). 
 
Shane’s entrepreneurship theory 
Entrepreneurship Theory of Shane (2003) states that an entrepreneur’s ability to identify and tap the opportunity 
provided by the external business environment to start or improve his/her business differs between individuals and 
depends on individual’s ability to access information and willingness to act upon the information in terms of risk. 
Ability to access information and willingness to act upon the information in terms of risk could be inferred to 
represent attitude to risk. Studies have found that attitude and behavioral intention are positively related (Crisp & 
Turner, 2007) and that attitude towards behavior leads to intention which eventually leads to actual behavior (Ajzen, 
1991). We therefore conclude that attitude to risk moderates the relationship between credit, savings, social capital, 
and opportunity; and women entrepreneurs’ performance in Kenya and thus has positive effect on women 
entrepreneurs’ performance. Taking a clue from previous studies that have earlier measured the variables, and in 
determining the composite effect of financial factors on women entrepreneurs’ performance, we could finally 
conclude that Credit, savings, social capital, opportunity and attitude to risk are positively related to women 
entrepreneurs’ performance. 
 
Summary of the study results  
The main findings were twofold: 1. there was a strong negative correlation between legal and legislative factors and 
performance of women entrepreneurs. This suggest that the factors have been too harsh on women entrepreneurs and 
was sited to make them loose most of their wares in the course of trying to run away from council ‘askaris’. 2. On the 
other hand, financial sector has a very high positive correlation with women entrepreneurs and has been very 
instrumental in supporting women enterprises. Key among these is Kenya Women Finance Trust, Bimas and Faulu 
Kenya, whose major clientele are women, the research established. 
 
5. CONCLUSIONS AND RECOMMENDATIONS 
Conclusions.  
The study concluded the following; 
1. Most Women entrepreneurs are not able to conform to legal requirements and are therefore losing a lot of 
their wares due to too high license fee. 
2. Most women entrepreneurs do not have savings account since they usually use their little earnings for house 
hold purposes. 
3.  In addition, the study found that most women have no access to loans as it is required that there must be 
signatory from their spouses for those who are married.  
4. Finally, it was realized that women entrepreneurs lack appropriate training to boost their entrepreneurial 
capacity which is a key ingredient for getting social capital. 
 
Recommendations 
Major recommendations from the paper are as follows; 
1.  Local councils should reduce license fee as they also listen to women grievance, most of which are very 
genuine.  
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2. Since women entrepreneurs’ play crucial role in the economic development, they should receive equal 
treatment as their counterparts and be allowed to make crucial decisions governing the operations of their 
businesses. To this effect, women entrepreneurs should be allowed to own properties in their own rights, 
enter into  any contract without enjoining with their male spouses and be allowed to dispose off any 
property of their own just like their male counterparts  
3. Women entrepreneurs should be encouraged to save their earnings however small they are. Microfinance 
institutions should play a vital role in empowering women entrepreneurs to achieve this. 
 
 To boost women owned enterprises, further studies have been suggested on effect of mushrooming Business 
Development Services (BDS) geared towards women entrepreneurs.  
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Partial Regression Plot 
      Effect of upcoming technology; Dependent Variable- increased output 
      Fig.4.1 Effect of upcoming technology on performance of women owned enterprises 
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    Table 4.1:  Conformance to Legal Requirements 
      Options        Percent 
 Very much 43.7 
 Fairly well 31.1 
 Not much 11.7 
 Not at all 13.6 
 Total 100.0 
  
Figure 4.2. Interventions Necessary to Fulfill Legal Requirements 
 
Authority to reduce license 
Fee










Frequ en cy 
European Journal of Business and Management                                        www.iiste.org 
ISSN 2222-1905 (Paper) ISSN 2222-2839 (Online) 




       Normal P-P Plot of Regression Standardized Residue 
  Fig.4.3; Effect of financial sector on performance of women enterprises 
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